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legal and/or financial capabilities for
the options outlined in paragraph
(b)(1), (b)(2), or (b)(3) of this section, as
appropriate, to be exercised, the recipi-
ent may be allowed to continue to
meet the loan/grant obligations out-
lined in the existing loan/grant instru-
ments. Unless the unauthorized assist-
ance was identified in an OIG audit, no
Finance Office notification or action is
necessary. If identified by OIG, the
servicing official will advise the Fi-
nance Office by memorandum of the
determination to continue with the re-
cipient on the existing terms of the
loan/grant.

(d) Reporting requirements to National
Office. An annual report will be sub-
mitted by the State Office to the As-
sistant Administrator, Community and
Business Programs, within 30 days fol-
lowing the end of the Government’s fis-
cal year for each case of unauthorized
assistance or subsidy benefits. The re-
port will include for each case the ac-
count name, case number, fund code,
OIG audit number (if applicable),
amount collected during period, and
the balance owed on the unauthorized
assistance. Each State Office is respon-
sible for coordinating with the serv-
icing official’s office so that this infor-
mation can be accumulated and con-
solidated by the State Office within the
allotted time. A negative report is re-
quired from States which have no un-
authorized assistance cases.

[50 FR 13000, Apr. 2, 1985, as amended at 51
FR 11563, Apr. 4, 1986; 54 FR 28020, July 5,
1989]

§§ 1951.712–1951.714 [Reserved]

§ 1951.715 Account adjustments and
reporting requirement.

Cases of unauthorized assistance
which require Finance Office notifica-
tion and action, regardless of whether
they were identified in an OIG audit or
by other means, will be submitted to
the Finance Office by memorandum
from the servicing official, as provided
in applicable paragraphs of § 1951.711 of
this subpart. Each memorandum
should include account (borrower)
name, case number, audit report num-
ber (if applicable), finding number (if
applicable), fund code, loan number,
and an explanation of the actions to be

taken. If the unauthorized assistance
was identified in an OIG audit report,
the memorandum should be clearly an-
notated ‘‘Audit Claim for OIG Report’’
as a part of the subject. The expla-
nation should provide sufficient details
to allow the Finance Office to properly
adjust the account. The State Office
will forward a consolidated report on
unauthorized grant assistance identi-
fied in an OIG audit to the Finance Of-
fice by the 15th of March, June, Sep-
tember, and December of each year re-
flecting the information reported by
servicing officials in accordance with
§ 1951.711(b)(2) for inclusion in the re-
port to OIG.

(a) Entire loan unauthorized. When the
entire loan is unauthorized because the
recipient was not eligible or because
the loan was approved for unauthorized
purposes, the servicing official will ad-
vise the Finance Office, by memo-
randum, which of the following serv-
icing actions will be taken.

(1) Repayment in full. If the recipient
has arranged to repay the unauthorized
loan in full through refinancing or
other available resources, the payment
will be remitted with Form FmHA or
its successor agency under Public Law
103–354 451–2 and the schedule number
will be included in the memorandum.

(2) Continuation with loan on existing
or modified terms. When it is deter-
mined, according to § 1951.711 (b)(1) or
(c), that continuation with the loan on
the existing or modified terms will be
provided, the servicing official will ad-
vise the Finance Office by memo-
randum of this determination includ-
ing an explanation of the terms, if
modified.

(b) Portion of loan unauthorized. When
only a portion of the loan has been de-
termined to be for unauthorized pur-
poses, the servicing official will advise
the Finance Office, by memorandum, of
the servicing actions as follows:

(1) Repayment in full of unauthorized
portion. If the recipient has arranged to
repay the unauthorized portion of the
loan through refinancing or other
available resources, the remittance
will be submitted with Form FmHA or
its successor agency under Public Law
103–354 451–2, and the schedule number
will be included in the memorandum.

VerDate 11<MAY>2000 12:43 Feb 28, 2001 Jkt 194023 PO 00000 Frm 00103 Fmt 8010 Sfmt 8010 Y:\SGML\194023T.XXX pfrm12 PsN: 194023T



104

7 CFR Ch. XVIII (1–1–01 Edition)§ 1951.716

(2) Continuation with unauthorized
portion of loan on existing or modified
terms. When it is determined, according
to § 1951.711 (b)(1) or (c), that continu-
ation with the unauthorized portion of
the loan on the existing or modified
terms will be provided, the servicing
official will advise the Finance Office
by memorandum of this determination,
including an explanation of the terms
if modified. The authorized portion will
retain the original loan number with
installments adjusted accordingly.
Payments previously made will not be
reversed and reapplied. The amortized
unauthorized amount will be assigned
the next available loan number. In-
stallments for the authorized and un-
authorized loans will be scheduled and
paid concurrently.

(c) Unauthorized subsidy benefits re-
ceived. The unauthorized subsidy bene-
fits received will be serviced according
to § 1951.711 (b)(3) or (c).

(d) Liquidation pending. When liquida-
tion is initiated under the provisions of
this subpart, the servicing official will
advise the Finance Office, by memo-
randum, that an unauthorized assist-
ance account is to be established. This
account will be flagged ‘‘FAP’’ (Fore-
closure Action Pending) or ‘‘CAP’’
(Court Action Pending), as applicable.

(e) Liquidation not initiated. Cases in
which liquidation would normally be
initiated, but where it is not because of
the provisions of § 1951.708(e)(1), will be
serviced in accordance with
§ 1951.708(e)(1)(iii). If the unauthorized
assistance was identified through
means other than an OIG audit report,
the Finance Office will not be notified
and no action is necessary.

(f) Unauthorized grant assistance. A
grant that is to be repaid will be serv-
iced according to § 1951.711(b)(2). If the
unauthorized assistance was identified
through means other than an OIG audit
report and a determination has been
made not to recover, the Finance Of-
fice will not be notified and no action
is necessary.

(g) Reporting. At prescribed intervals,
the Finance Office will report to the
OIG on the status of cases involving
unauthorized assistance which were
identified by OIG in audit reports. The
amounts to be reported will be deter-
mined by the Finance Office after ac-

count servicing actions have been com-
pleted. For reporting purposes, the fol-
lowing applies:

(1) For an unauthorized loan account
established as provided in paragraph
(a) or (b) of this section, reporting will
be as follows:

(i) When unauthorized assistance is
paid in full, this will be reported on the
next scheduled report only.

(ii) When continuation with the loan
on existing or modified terms is ap-
proved, this will be reported on the
next scheduled report, and no further
reporting is required.

(2) For unauthorized subsidy cases as
provided in paragraph (c) of this sec-
tion, once the interest rate has been
appropriately adjusted, the unauthor-
ized subsidy will be reported as re-
solved on the next scheduled report. No
further reporting is required.

(3) When an account is established
with liquidation action pending as pro-
vided in paragraph (d) of this section,
the status will be included on each
scheduled report until the liquidation
is completed or the account is other-
wise paid in full.

(4) When liquidation is not initiated
as provided in paragraph (e) of this sec-
tion, this will be reported on the next
scheduled report. No further reporting
is required.

(5) When unauthorized grant assist-
ance is scheduled to be repaid as pro-
vided in paragraph (f) of this section,
collections and status will be included
in the report to OIG until the amount
is paid in full.

§ 1951.716 Exception authority.
The Administrator may in individual

cases make an exception to any re-
quirement or provision of this subpart
which is not inconsistent with any ap-
plicable law or opinion of the Comp-
troller General, provided the Adminis-
trator determines that application of
the requirement or provision would ad-
versely affect the Government’s inter-
est. Requests for exceptions must be
made in writing by the State Director
and submitted through the Assistant
Administrator, Community and Busi-
ness Programs. Requests will be sup-
ported with documentation to explain
the adverse effect on the Government’s
interest, propose alternative courses of
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